•This positive macroeconomic environment in the Latin American region has permitted a good performance in the portfolio rate of return of private pension funds (AFPs), averaging 7.88 percent, 9.91 percent, and 3.09 percent in 2005, 2006, and 2007 respectively.
•The purpose of this paper is to verify whether the boom in the AFPs' performance is consistent with the good management of these institutions.
•Difficult to measure
Motivation

Measurement of Efficiency
•The assessment of management quality introduces some difficulties into the analysis. The most important problem is measuring management quality
•In this paper, we measure management quality with Data Envelopment Analysis (DEA).
•DEA is a particular frontier analysis technique which measures the efficiency of a decision-making unit (DMU).
•There is agreement in the literature that efficiency scores should be able to identify whether the AFP is processing multiple inputoutputs in an efficient manner (Hansweck, 1977; Martin, 1977; Pantalone and Platt, 1987) .
DEA-Farrel Measures
DEA (Charnes, Rhodes). In the end, we did not calculate scores of efficiency for Bolivia and El Salvador because of lack of information for these countries.
• The most common applications of DEA have been done for banks (see, for example, Barr et al., 1999; Berger and DeYoung, 1997; Berger and Mester, 2003) . Some papers in the literature apply these DEA indicators of efficiency to analyze the links between efficiency and nonperforming loans (Berger and De Young, 1997) . DEA is also very popular for CAMEL models and therefore for predicting the failure of a bank (Hansweck, 1977) .
• We use as AFP outputs, total revenue and number of contributors and as AFP inputs, administrative cost and sale cost. This input/output selection has been used previously in empirical analysis by Barrientos (2001) and Pestana et al. (2008) . The availability of data for all the AFPs in the region permits us to discriminate inputs and outputs in this way. It makes sense to say that according to the selection of these multiple inputs and outputs, the AFP will have a management decision to incorporate the necessary input allocation and product mix decisions needed •The reform of pension funds in Latin America has resulted in the creation of private pension funds. This has had an important effect of these economies (Barrientos, 2001 ).
•The reformers of pensions in Latin America claimed that the pensions needed to be set up in a competitive framework (Barrientos, 2001 ).
•However, according to Stiglitz and Orszag (1999) , there is a myth about how a competitive framework leads to low administrative costs in a decentralized pension fund.
•The history of Latin American AFPs can be traced back to 1981 with the pension reform in Chile. Then came reforms in Peru (1993), Colombia (1993) , Argentina (1994) , Uruguay (1996) , Bolivia and Mexico (1997), El Salvador (1998) , and Costa Rica (2001).
•The history of Latin American AFPs can be traced back to 1981 with the pension reform in Chile. Then came reforms in Peru (1993 ), Colombia (1993 , Argentina (1994) , Uruguay (1996) , Bolivia and Mexico (1997), El Salvador (1998) , and Costa Rica (2001).
•The pension system can have public and private administrators, but in most of the countries, the AFPs belong to private owners. The regulation of AFPs is not the same for each country. One of the main issues concerning regulation is the possibility of investment abroad which is allowed for all the countries except El Salvador
•However, if AFPs withdraw all the local funds for investment options abroad, the local government may exert pressure on the economy. The latter is a latent risk for open small economies like those of Latin American countries (Rajan and Parulkar, 2008 ).
•Investment limits have been the subject of interest in other regions like OECD countries and Japan. Even in developed countries, there are restrictions on limits for investments abroad because AFPs' funds can be used for financing government budgets or social investments, such as low-cost housing and low-interest mortgages For more about retail, see Vittas (1998).
•Another regulation issue in AFPs is the minimum profitability which ensures that people have a reliable, fair, and simple system.
•Minimum profitability helps to protect investors in the less deep emerging financial market that characterizes the Latin American region. This minimum requirement of profitability may change from country to country 
